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E. The question of capital value and depreciation allowance
needs further examination.
We found that the question of the estimated replacement value
of the plant and the depreciation allowance thereon was some-
what superficially handled by the Tariff Board. The annual
allowance for depreciation automatically reduces the original
value of; the plant from year to year. The profit on the replace-
ment value of the plant and the amount of depreciation allow-
ance thereon, therefore, should, it would seem, be cumulatively
reduced in successive years. This important matter, however,
is a subject for expert opinion, and it is suggested that the
question should be authoritatively decided in the light of
expert advice.1
1 In this connection it would be interesting to note that since 1925 a few
of the more conservative and financially orthodox companies have consider-
ably reduced the nominal value of their capital due to the fall of prices:
the Indian Iron and Steel Company from Rs. 3 crores to Rs. i-J crores in
June, 1925; the Indian Standard Wagon Company from Rs, 60 lakhs to
Rs, 30 lakhs in 1926; the Scindia Steam Navigation Company from Rs. 4!
crores to Rs. ij crores in July, 1925; and the Tata Construction Company
from Rs. z crores to Rs. 24 lakhs in 1925.